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Summary 

The Trade Adjustment Assistance (TAA) programs were authorized by Congress in the Trade 
Expansion Act of 1962 to help workers and firms adjust to import competition and dislocation 
caused by trade liberalization. Trade liberalization, which is widely held to increase the economic 
welfare of all trade partners, can also cause adjustment problems for import-competing firms and 
workers. TAA has long been justified on grounds that TAA may be the least disruptive option for 
offsetting policy-driven trade liberalization. The TAA programs for workers, firms, and farmers 
represent an alternative to policies that would restrict imports, and so provide assistance while 
bolstering freer trade and diminishing prospects for potentially costly tension (retaliation) among 
trade partners. 

Since the 1990s, debates over trade liberalization have increasingly focused on the changing 
nature of trade in an era of globalization — especially the emergence of global value chains 
(GVCs). GVCs are organized and coordinated by multinational companies (MNCs) and now 
account for about 70% of global trade in goods and services and capital goods. Numerous studies 
and statistical data show that GVCs offer the potential for small- and medium-size firms to 
become more integrated into international trade and produce higher value-added products. 
Although many small- and medium-size enterprises (or SMEs) have built strong ties to large U.S. 
exporters, a potential question is whether the Economic Development Administration (EDA) of 
the U.S. Department of Commerce, through the Trade Adjustment Assistance for Firms (TAAF) 
program, could assist trade-impacted firms in developing relationships with MNCs, as well as 
analyzing the necessary conditions that would allow TAAF -participating firms to have a realistic 
chance to do so. 

This report discusses the TAAF program and policy issues, as well as legislation to reauthorize 
the TAAF program. It provides technical assistance to help trade-impacted firms make strategic 
adjustments to improve their global competitiveness. In the 1 13 th Congress, House and Senate 
bills were introduced, but not acted upon, and the TAAF authorization expired December 31, 
2014. However, the Consolidated and Further Continuing Appropriations Act, 2015 (P.L. 113- 
235) extended TAAF appropriations through December 31, 2015. President Obama has supported 
passage of TAA reauthorization, linking it to renewal of Trade Promotion Authorization (TPA). 

As required by the Trade and Globalization Adjustment Assistance Act of 2009 (TGAAA) (Title 
II of P.L. Ill -5), EDA publishes annual reports on the performance of the TAAF program. The 
reports have generally shown that two years after completion of the program, on average, 
participating firms have increased sales, employment, and productivity. The high success rate for 
firms that “completed” the TAAF program represents only about half of all firms certified as 
eligible for assistance. The rest left the program without completing an adjustment plan and were 
no longer monitored. The Government Accountability Office (GAO), which completed a 
comprehensive evaluation of the TAAF program in 2012, found that EDA’s administration and 
evaluation efforts had improved markedly and also confirmed EDA’s assessment that trade- 
impacted firms benefitted from the specialized attention provided by TAAF assistance. GAO 
found a “small and statistically significant relationship between program participation and sales,” 
which was particularly relevant to smaller firms, albeit also highly correlated with firms operating 
in high-growth industries. Employment effects were not found to be statistically significant. 
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T he Trade Adjustment Assistance (TAA) programs were authorized by Congress in the 
Trade Expansion Act of 1962, as amended, to help workers and firms adjust to import 
competition and dislocation caused by trade liberalization. 1 Although the economic 
welfare of all trade partners can be increased by trade liberalization, TAA has long been justified 
on grounds that the government has an obligation to help the “losers” of policy-driven trade 
openings that cause adjustment problems for import-competing firms and workers. TAA 
programs cover workers, firms, and farmers facing import competition. Congress continues to 
monitor performance and amend the governing legislation. 2 

This report discusses the Trade Adjustment Assistance for Firms (TAAF) program, which is 
administered by the Economic Development Administration (EDA) of the Department of 
Commerce. Through the TAAF program, EDA provides technical assistance, on a cost-sharing 
basis, to help eligible businesses create and implement targeted business recovery plans that may 
allow them to remain competitive in a dynamic international economy. 3 The TAAF program 
provides technical assistance through a partnership with a national network of 1 1 EDA-funded 
Trade Adjustment Assistance Centers (TAACs). 



The TAAF Program: Recent Legislative Background 

Early in the 1 1 1 th Congress, a bipartisan agreement was reached to reauthorize the TAA. The 
Trade and Globalization Adjustment Assistance Act (TGAAA) of the American Recovery and 
Reinvestment Act (ARRA) of 2009 (RL. 111-5) expanded and extended the then-existing 
programs for workers, firms, and farmers, and added a fourth program for communities (later 
repealed). The TGAAA expanded eligibility to include services firms, increased annual 
authorized funding levels from $16 million to $50 million, provided greater flexibility for a firm 
to demonstrate eligibility for assistance (the “extended look-back period”), established new 
oversight and evaluation criteria, created a new position of Director of Adjustment Assistance for 
Firms, and required submission to Congress of a detailed annual report. 

With the TAA programs set to expire on January 1, 2011, the Elouse and Senate passed, and the 
President signed, the Omnibus Trade Act of 2010 (P.L. 1 11-344) in late December 2010. The act 
extended TAA programs through February 12, 2012, but eliminated some of the expanded 
provisions of the TGAAA, including eligibility for services firms and the expanded look-back 
periods for qualifying firms to meet eligibility requirements. The 112 th Congress offered 
supporters an opportunity to revisit TAA reauthorization as part of the debate over passage of 
implementing legislation for the proposed free trade agreements (FTAs) with Colombia, Panama, 
and South Korea. The Trade Adjustment Assistance Extension Act of 201 1 (TAAEA) passed on 
October 12, 2011, and was signed into law on October 21, 2011 (Title 11, P.L. 112-40; H.R. 2832). 



1 A list of acronyms is provided at the end of this report to assist readers. 

“ For a broader discussion on the policy debate over TAA, see CRS Report R41922, Trade Adjustment Assistance 
(TAA) audits Role in U.S. Trade Policy, by J. F. Hombeck. See also CRS Report R42012, Trade Adjustment 
Assistance for Workers, by Benjamin Collins; CRS Report R40206, Trade Adjustment Assistance for Farmers, by Mark 
A. McMinimy, and CRS Report R42661, Trade Adjustment Assistance Community College and Career Training 
Grants, by Benjamin Collins. 

3 The Trade Adjustment Assistance for Firms (TAAF) program is authorized by Chapters 3 and 5 of title II of the Trade 
Act of 1974, as amended (19 U.S.C. §2341 et seq.). 
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The TAAEA authorized the TAAF program through December 3 1, 2014. The TAAEA 
retroactively extended the enhanced provisions (inclusion of services firms and the extended 
“look-back” period) contained in the TGAAA through December 31, 2013. On January 1, 2014, 
the TAAF reverted back to the more limited program that was in effect as of February 1 3, 20 1 1 . 
The expiration of the expanded provisions of the TAAF program in 20 1 1 limited the number of 
firms entering the program (services firms were no longer eligible to participate), and the 
extended look-back period was eliminated. These factors combined with an improving economy 
that made it more difficult for firms to 
demonstrate their eligibility to participate. 

Additionally, there was uncertainty about the 
TAAF program’s future. With the January 1, 

2014, expiration of the expanded provisions, 
and the January 1, 2015, expiration of the 
TAAF authorization, it is possible that the 
TAAF program, which continues to operate at 
slightly lower levels of funding (with 
appropriations at $15 million for FY2014 and 
$12.5 million for FY2015), may once again 
see a decline in the number of firms entering 
the program. 4 

As required by Congress, the Government 
Accountability Office (GAO) conducted a 
comprehensive review of the TAAF program, 
which was released in September 2012. It 
notes important progress in the administrative capabilities of EDA and documents the positive 
impact of the TAAF program on trade-affected businesses. The GAO report also discussed the 
positive contribution of the changes initially made by the TGAAA and reinstated by the TAAEA, 
including the ability of service sector firms to participate in the program and the extended look- 
back periods. The lapse of the TGAAA changes made service firms ineligible and limited the 
ability of some manufacturing firms to demonstrate the requisite declines in production or sales. 
The report also pointed to continuing challenges in centralized data management, evaluation 
reporting, and assessment of the effectiveness of TAAF. 5 



Status ofTAAF as of January 1 , 20 1 5 

• Service sector firms are no longer eligible for 
assistance; 

• Petitioning firms may use a 12-month “look-back” 
period only to demonstrate their eligibility and not a 
24- or 36-month look-back period; 

• The Economic Development Administration (EDA) 
must make a determination on a petition within 60 
days from the date of acceptance of the petition; 
and 

• Although the TAAF authorization expired on 
January I, 2015, the extension of appropriations 
through December 3 1 , 20 1 5, allows T rade 
Adjustment Assistance Centers administering the 
program to continue to certify new firms, as well as 
serve existing firms. 



4 Government Accountability Office (GAO), Trade Adjustment Assistance: Commerce Program Has Helped 
Manufacturing and Service Firms, but Measures, Data, and Funding Formula Could Be Enhanced, Statement of J. 
Alfredo Gomez, Testimony Before the Subcommittee on Government Organization, Efficiency, and Financial 
Management, Committee on Oversight and Government Reform, House of Representatives, GAO-13-166T, November 
1 4, 20 1 2, p. 4, and the full report: GAO, Trade Adjustment Assistance: Commerce Program Has Helped 
Manufacturing and Service Firms, but Measures, Data, and Funding Formula Could Be Enhanced, GAO- 12-930, 
September 2012; U.S. Department of Commerce, Economic Development Administration, Economic Development 
Administration, Trade Adjustment Assistance to Firms Program: Fiscal Year 2013 Annual Report to Congress, 
December 15, 2013, pp. 13, 17. 

5 GAO, Trade Adjustment Assistance: Commerce Program Has Helped Manufacturing and Sendee Firms, but 
Measures, Data, and Funding Formula Could Be Enhanced, GAO-12-930, September 2012. 
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The Economics of Trade Adjustment 

Economists tend to agree that in defining the rules of exchange among countries, freer trade is 
preferable to protectionism. Insights from trade theory point to the mutual gains for countries 
trading on their differences, producing those goods at which they are relatively more efficient, 
while trading for those at which they are relatively less so. Additional gains are realized from 
intra-industry trade based on efficiencies from segmented and specialized production. 6 Firm-level 
evidence supports theory. Trade appears to “enable efficient producers within an industry, and 
efficient industries within an economy, to expand,” leading to a reallocation of resources that 
increases a country’s productivity, output, and income. 7 Consumers (both firms and households) 
also gain from a wider variety of goods and lower prices. 

Increased competition from trade liberalization also creates “winners and losers,” presenting 
adjustment problems for all countries. The more efficient firms and plants may grow as they 
expand into overseas markets; the less efficient may contract, merge, or fail when faced with 
greater foreign competition. While the adjustment process may be healthy from a macroeconomic 
perspective, much like market-driven adjustments that occur for reasons other than trade (e.g., 
technological change), it can be a harsh transition for some firms and their workers. 8 

Critics of free trade agreements often highlight the adjustment costs of reducing trade barriers. To 
avoid business closures and layoffs, trade-impacted firms may seek to weaken, if not defeat, trade 
liberalizing legislation. This makes economic sense from the perspective of affected industries, 
firms, and workers, but economists argue that in the long run it can be more costly for the country 
as a whole. The costs of protection arise because competition is suppressed, reducing pressure on 
firms to innovate, operate more efficiently, and become lower cost producers. The brunt of these 
costs falls to consumers, both individuals and businesses, who must pay higher prices, but the 
national economy is also denied higher standards of living because of forgone productivity gains. 
In response, larger firms may opt to avoid the costs of rising protection by shifting the least 
productive activities to lower cost countries. 

One way to balance the large and broad-based gains from freer trade with the smaller and more 
highly concentrated costs is to address the needs of firms negatively affected. Congress has done 
so in authorizing the TAA programs, including the one for firms. 9 Supporters justify TAA policy 
on grounds that (1) it helps those who are hurt by trade liberalization (the “losers”); (2) the 
economic costs are lower than protectionism and can be borne by society as a whole (“the 
winners”); and (3) given rigidities in the adjustment process, it may help redeploy economic 
resources more quickly, thereby reducing productivity losses and related public sector costs (e.g., 



6 For an accessible and authoritative summary of these effects, see Paul Krugman, “The Increasing Returns Revolution 
in Trade and Geography,” American Economic Review, vol. 99, no. 3 (June 2009), pp. 561-571. 

7 On how trade affects total factor productivity based on U.S. manufacturing firm and plant level data, see Andrew B. 
Bernard and J. Bradford Jensen, “Exporting and Productivity in the USA,” Oxford Review of Economic Policy, vol. 20, 
no. 3 (2004), pp. 343-344, 350, 352, and 356. 

s Both the benefits and costs of trade derive from resources moving from less to more productive plants (intra-industry) 
and firms (inter-industry). Employment dislocation is the most noticeable cost, giving rise to congressional interest in 
TAA programs. Ibid., pp. 345 and 356. 

9 Howard F. Rosen, Strengthening Trade Adjustment Assistance, Peterson Institute for International Economics, Policy 
Brief PB08-2, Washington, DC, January 2008, pp. 1-2. 
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